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Wisconsin Hog Industry Public Hearing Agenda
Thursday, December 17, 1998
9:00 am
417 North, (GAR)
State Capitol

Tentative Timeline and Speakers

9:00 to 9: 30 Background on Wlsconsm s Hog Industry

o Inv1ted Speakers

pre tatlv

10:45 to 11: 15-Market1ng erspectlve
e Invited Speakers: Greg Beck (Equity Livestock), Eric
Drachenberg (Professional Products)
11: 15 to 11:45-Processor Perspective
=~ Jens  Knutson, (American Meat Institute)
11:45 to 12:15-Retailer Perspective
¢ Brandon Scholz (Wisconsin Grocers Association), A Grocers
Association Member

¢ Due to the limited timeline, speakers need to be concise when addressing their
specific area.



t’s going to be bloody. That’s the consensus of the 50 largest pork producers in the
USS. as they look toward the next few months. Expansion in livestock and poultry
nationwide has led to an oversupply of meat and unprofitable market prices for
>ducers. At risk is anyone with high debt or poor performance. A few large hog
erations have already succumbed; other are in negotiations to be sold. The best pro-
cers are holding tight and eyeing acquisitions. The industry has too many pigs and
structure for quick liquidation. One thing’s for sure: only the strong will survive.
SUCCESSFUL FARMING, OCTOBER 1908




1998 PORK
POWERE@USESm |

What. dees a besz battle

with U.S. sow expansion? The label on -

that bottle was probably siapped on by
a Krones high-speed labeling machine,
developed by the Kronseder family in
Germany This famlly began investing
in pork production in 1994 and now

owns 70,000 sows worldwide, 64,000

of them iii the U.S. as The Hanor
Company (12th on Pork Powerhouses).
A gilt multiplier for the world’s
largest breeding stock company—-PIC
International ' Group-Hanor is  widely
regarded as having some of the best

production in the country. Its manage- -

ment team, all former or present PIC

employees, rontmely -cranks out 25

pigs/sow/year of more (see Hanor pro-

duction numbers on page 23). These .
pigs then stock sow units for mher, ,

expandmg aperatmns hke Seaboard

Top 50 market half of U. S. pigs"

All this high- producnon has’ led to
oversupply. and -low market prices..

Every one of the 50 Pork Powerhouses

feels the pinch in one way or another; - )
although a company like Hanor feels it -

fess than some. (Hanor’s gamic pian,
says vice premdent Myrl Mortenson, is
to “finish what we’ve started and look

for acquisition opportunities.”) Cheap-

feed is the only thing keeping some of
the weaker operations afloat this fall.
With 2.6 million sows, the 50 largest
producers now market or will market
by 1999 half of the pigs in the
U.S ~figuring their sows each produce
20 pigs a year. Some farms do not pro-
duce at this level, and they may be the

SUCCESSFUL F

number two with 183 ,600

low prices for: both

G, OCTOBER 1988

“ﬁrst to: go out of busmess wnh the cur-

rent market situation. .
‘While 34 of the 50 largest. pmducers

. expanded in. the past year-to the. tunef_”
" of 14%.total growth for those comipa-
‘nies on the list both years-all but a few
‘have stopped. The nation’s largest pro-
- ducer, Murphy Farnily Farms, is hold-

ing tight at 337,000 sows, with no

immediate plans to do anythmg except

build a few more finishing units and
tighten COsts.

“We are bracing ourself for two

years,” says Randy Stoecker, president
of Murphy’s Midwest division. “Cost

of production is the only thing that -
-matters. Anytime. we can save half a
. cent per pound, we’ll start work on it
’today We are not putting

new sow farms down.
With the oversupply of

tode.” . ]
Carroil’s Foods ranked ,

sows in four states plus
Mexxcc, is stinging from

turkeys  and hogs,
although “we are startmg
to- see some dayhght n
turkeys,” says vice presi-
dent Gregg Schmidt.
“There have been volume
reductions in mrkeys, and
we need this in pigs.

“We are trying to pull
the reins in with our com-
pany. It used to be, every
time we put a sow in we
expected one or two SOws
to go out of the industry,
but that’s not happening
now,” says Schimidt.

Ted Hoeppner, Everly, lowa. has two nursery
barns, on'contract with Cam)ﬂ' s of ihe
~meat, that’s the sane thmg andisa productaon SUPQMSN‘ ‘lhe v,mpanv Before

Don Kellen (Ieft) runs Carrolf's Foods
* of the Midwest. These units near Everly

were stocked in June, bringing sow num-
bers in lowa for Garrqll's to 7,200.

Carroll’s Foods is looking outside
‘the U.S. for expansion. It doubled its
- sows in Mexico during the past year
~ and plans to place 5 000 sows in Brazil
*"by next summer.

Mergmg two companies
- Jumping m number three on the Pork

; Powerhousas rankmg this year, with

162,000 sows, is Continental Grain

- Company.. Continental already had -
52,000 sows in Missouri and North
‘Carolina when it bought controlling . = -
interest in Premium Standard Farms =

(PSF) last winter. PSF has 110,000
‘sows in Missouri and Texas, with more
growth planned: at some point for

Texas, says CEQ John Meyer.

- “We are workmg to merge the two
‘companies in 2 seamless manner;

Continental had one culture and PSF
had another,” says Meyer. “Together

" we are developing the culture of a food
company. We made this deal because

we believe the two companies are
stronger and better together than they
were separately.” :

Bo Manly, PSF’s presxdent, has sur-
vived three cycles of pork prices in the
iow $30s. “1 am not seeing the same



§

Tok A
on listin 1887. (a) Includes Circle Four. (b) Includes Premium Standard Farms. (¢} Includes Hawkeye, inc., Emmetsburg, lowa. () 1997 number only included
tone System in Minnesota. (e} Includes Afliance Farms Cooperative Assaciation. (i} Inchudes former White Oak Mills sows.
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levels of margins in this cycle that

packers saw in others,” says Manly,
who was with Smithfield Foods before
joining PSF. The reason for the differ-
ence, he says, is “more tonnage of pro-
tein for the same relative demand
base.” Japan “was a lot healthier” the
last time we suffered through these
prices (1994), says Manly.

Smithfield Foods is holding tight on

m:h, near Mooreland, Oklahoma, has eigm 10 000-hiead
nurseries (this is one room of a nursery) and 16 10,000-head finishers in all stages

of construction.on 5,000 acres. This two-pen nursery room will be filled with weaned
pigs who will gam 1 pound a day for 50 days until they move to the fi mshers

SOw numbers, except in Utah where it
plans to add a few more sows to Circle
Four Farms. In June, Smithfield
bought Murphy’s share of Circle Four
and now ‘owns about 70% of the

- 40,000 sows there. Carroll’s owns 29%
and Prestage Farms about 1%.

Smithfield is not expecting growth at
Brown’s of Carolina, where it-owns
100,000 sows. “We have cur hands full
right now,” says Jeff Luckman, head of
livestock procurement for Smithfield.
“Sow production is not attractive at the
moment, but we. are always . looking

‘three years down the road.”

Seabeoard still expanding

There is only one large producer still
talking expansion of any significance.
Seaboard Corporation (ranked fifih
with 125,500 sows) stocked a 12,500~
sow unit in Oklahoma this summer,

and has three more of that size planned

for the next year. “As fast as we can
build, we will build,” says Mark
Campbell, vice president of develop-
ment. “We export all the pork we can
produce. Our buyers can’t get enough
and are clamoring for more.”
Seaboard has one pork processing
plant in Guymon, Oklahoma, and plans
another by 2001 at an undisclosed
location. “The decision to build a pro-
cessing plant is very complex, much
like a chess game,”

well thought out before the next can be
made.”
location of the new plant due to past
siting controversies (see page 23).
Some expansion is planned by Texas
Farm in Perryton, Texas, in the coming

SUCCESSFUL FARM
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says Campbell.
“Each move is strategic and must be

He won’t discuss the exact

months. The Japanesemwned compa-
ny doubled from 10,000 to 20,000
sows since last fall and plans to be at
28,000 sows by early next year.
Expansion has certainly slowed else-
where in the U.S. Hog Slat, a construc-
tion company that works with many of
the largest producers, had several lay-
offs this summer and expects more.

White Oak is out

One Pork Powerhouse now out of
the hog business is White Oak Mills of
Elizabethtown, Pennsylvania (12,000
sows in 1997). In August, Wenger’s

. Feed Mill in nearby Rheems bought

White Oak’s swine business. Hostetter
Management Company will manage
the new production. “We’ll be depopu-
iating and repopuiating and remodej-

g—gmng back ini with about 10,000

" sows,” says Hosfetter.

Another large farm that has changed
hands this year is the 6,600-sow out-
door unit near Lamar, Colorado, for-
merly owned by Bell Farms of North
Dakota and Garden City (Kansas) Co-.
op. Consolidated Nutrition of Omaha,
Nebraska, bought that unmit and
changed the name from Bell West to
Out West. Bell is still active in

‘Colorado, however, - partnering with

Minnesota-based Hormel Foods on a
new 25,000-sow unit near Las Animas.

Withdrew sale of bonds

In Iowa, Heartland Pork (61,000
sows) withdrew a sale of bonds this
summer after the bonds became too
expensive given market volatility. The
bonds would have been used to pay
down debt. “We wanted a different



il structure, but will stay with
: we have,” says Heartland’s chief
ating officer Rod Hamann. “We
have to suck it up and batten down
1atches.”

artland’s new mill near lowa Falis
1ilt and will produce its first batch
fall, he says. “Our investors are
ng more money into the company
will continue to do so, if needed.”

rts both ways

Oklahoma, Hitch (ranked 3%h
15,000 sows) is seeing poorer
ms in both hogs and caitle. “Jt
s both ways for us,” says manager
e Brandherm. “Although we cus-
feed cattle, if our customers are
g hurt and losing money, it’s not a
1 situation.” Hitch completed con-
ction this spring on all its hog units,

Hanor’s Oklahoma production, August 1998

Hamnor females are housed in groups of 2,500 according to parity. Each parity is

fed and managed differently. Gilts have three or four heat cycles before breeding.

and is staying put for a while, says
Brandherm. “Unless you’re an integra-
tor, expansion at this time is not wise.”

The largest operation new to our
ranking this year is Purina Mills, now
owned by Koch Agriculture Company.
Of the 75,000 sows listed, Purina owns
13,000 outright, and services the rest

under its Swine Management Services
division based in Nebraska. )
What can we expect from the Pork
Powerhouses in the next 12 months?
Mergers, acquisitions and coansolida-
tion. Hopefully some liquidation. And
quite certainly a good amount of wail-
ing and gnashing of teeth. |58
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PHOTOS BY CHRIS POLYDOROFF/PIONEER PRESS

Curt Zimmerman manages the Central Livestock Association in South S¢, Paul, where hog prices have dropped to
27year low. Live pigs are being bought and sold for as little as 15 centz & pound. _

ver since the Great Depression, farm-
ers and ranchers across the Northern
Plains have retold stories about shipping
livestock to South St. Paul or Omaha that
didp’t fetch enough money to pay the
cast of trucking.

Today, 70 years laler, it’s happening
again. With pigs. o

«] didy't know bow much was real and
how much was farm jegend from the sto-
ties I've heard around here,” said Curt
Zimmerman at Central Livestock Associ-
ation in South S Paul. “Bul this time, I
know il'e real. TI've seen it.”

Soaring hog invenfories have forced
prices to thelr lowesi level in 27 years,
off 63 percent from ope year age, Live
pigs are being bought and sold this
raonth for as little s 15 cents per pound . _ A
in Iowa and southern Minnesota, the ‘ ‘
market that serves es the benchmark for Thie year's oversupply of pige, due
pigl‘?erices in thel U.Sé o and bork. du ;nai?:v §o huge im:rstmenis by

oversupply of pigs and pork, due family varms and factory farm
By Lee EGERSTROM  painly to huge investments by family businesses, comes despite rising
STAFF WRITER farms and faclory farm businesses, comes  conmsumption in the U.S.
despite & 32 percent increase in exports
and a 7 percent increase in US. domestic market consumption this year.

i s

o L i’i’\»:\ On Mondsy, the average loss on every pig sold through open markets stich as
:/79 s stockyards had increased to ebout $55 per pig, said David Preisler, executive
p % 255 director of the Minnesota Pork Producers Council.

(‘6"4@’( PIGS CoNTiNED O BC P
Y m\zﬁ"’?g *
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e PIGS -
e Wallowing in pigs

and pork
Minnesota has about 10,000 pork
producers of which 5,500 are com-  Despite increased exports and
mercial ventures that depend on  higher consumption, pig prices -
income from selling hogs. " have fallen to their lowest level in
“Right-ngw, I'can say they are 27 years because of oversupply.
all at viskfand: cannot continue into

ing amount of Canadian hogs” has
contributed to the bottleneck at
- U8, packing plants. Through Octo-
" *"ber of this year, U.S. pork produc-
# «lion is up 10 percent over 1997,
according to the Wisconsin Agri-
eultural Statistics Service,

A week-0ld agreement between
the U.S. and Canada should make
It easier for US. shipments of

g:;c:;t:." ﬁ?;@%ﬁ?ﬁn@m&m "ﬁ“’fé.'age hog. fm,'m prices pork to reach Canadian consumer
ta echnonfj’iﬁll‘,fgé! the impact as  November 1997: aﬂg’;' tﬁgt ébg %%Mggga\;iag:

gota farmers' 10.million pigs are

being sold in the™akt half of the "Novernber 1998: will likely keep the Canadian lve-

stock trucks busy hauling pigs to

=

. 'Thé: higi

g:rrent yeazﬂgt money-losing pric- 19.2 cents American plants.

3 SaF -

Centralivestock’s Zitmerman ; Looking for answers

said a swine-breeding farm in  W.S. pork production Pork producers have been work-

Minnesota shipped a load of older
ey

)

E i f,‘algggﬁuld normally
bring-$400 to $800%each from sau-
sage makers.-A buyer took these
animals for priced¥ranging from
$15 to $30 each. &

“The swive breéder can’t pay
the trucking costsifmarketing and
insurance. costsiwith what he was
pa.ig for the boarsi? Zimmerman
said.

While consumners are getting a
break with pork prices, the drop at
the supermarkets hasn't been as
sharp as the live animal prices
paid to farmers, For example,
most hams and pork are only a
few cents cheaper today than they
were two years ago.

“These prices aren’t beiog
passed aleng, all the way,” said
Amy Brandel, communications di-

rectors for the: Minnesota; Pork. .
Produgers. ConncikatiMankato.”

“The truth is that’ wholesalers and
retailers dou’t have.fo. dfop the

price'to move-pork.” " ..
Pork bargains .
Indeed, while pigs are stacking

up on farms and feedlots, perish-
able pork products aren’t stacking

up at supermarket meat cases,'®’
Dornestic consurnption of pork is’-

up 7 t so far in 1998, said:
Brandel. But retailers are starting
to promote pork to aid their allies
on the farms, she noted. Consum-
ers can’ expect to see pork bar-

gains and promotions through all -

of next year to move even more
pork through the food chain, say
livestock marketing speclalists
and agricultural economists:

The U.S. Department of Agricul-
ture forecasts that a record 100.1
million hogs will be slaughtered
for processing before the end of
this year, and the number will
climb to 101.6 million in 1999.
This has farm economists warning
farmers that little price recovery
i5 likely going into the year 2000.

(in millions of pounds)

Jan. '97 through Oct. *97
14,131

Jan. '98 through Oct. '28
15,499

*Southern Minnesotadowa mar-
kets

Sources: Wisconsin Agricuitural
Statistics Service, Minnegota
Agricultural Statistics Service,
and Minnesota Pork Producers
Council,

Zimmerman said Central Live-
stock is telling its farmers to ex-
pect low hog prices for at least the
first nine months of next year.
While some improvement is ex-
pected. later, he said, it may well
be a full year or more before pric-
-eg reach profitable levels.

“Everything is working against

pork producers right now,” said |

Zimmerman.

For example, the Midwest had a |

large corn crop, and quality was
good. Corn prices are low, so pig
roducers are keeping the pigs
onger, and they come to matket
heavier: than is normal or even
‘desirable for processing plants, he
said. The result of bigger pigs is
putting more pork on the market
at the same time larger numbers
.of animals are going to slaughter.
" Moreover, Canadian farmers
and dyroductiun companies are ex-
panding their herds and shipping
about 20 percent of their animals
across the border to U.S. packing
plants, said Donna Reifschneidér,
a farmer at Smithton, IlL, who is
president of the Nalional Pork
Producers Council. The imports
prompted Montana, North Dakota,
South Dakota and Minnesota farm-
ers to stage protest demonstra-
tions at border crossings this year.
- Reifschneider said the “stagger-

“

ing on solutions.

Lynn Green, a farmer at Mor-

gan, Minn,, chairs a committee for
the National Pork Producers
Council that's focusing on promot-
ing holiday sales of pork in Mexi-
co, the fastest-growing market for
American pork products. Exports
there have increased 82 percent
through the first eight months of
this year.

Meanwhile, the Minnesota chap-
ter of the pork council is exploring

marketing solutions that could in-
clude starting a_pork processing
cooperative or limited liability
company pork slaughter plant.

It may result in pork producers

deciding they need to process their

own meat to compete in wholesale

- and retail markets with the meat
companies that have rapidly ex-

panded into pig production.

Donttakeitiothe
Take itto the MAX!

WHAT IS MAX (METRO AREA EXt
A FREE materials exchange serv
materials exchange lists one com
it available for use by another cor.

HOW CAN MAX HELP MY BUSINE
Provide low or no-cost materials, s
arxi demonstrate environmental re

USING MAX IS EASY!
Call MnTAP at

612)627-4
{ )Sg 646 *_‘

Visit the web site at:
www.mnhexchange.org

MAX Is operoed by, the Minbesiola Téchonieal A3
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Integrated meat companies now
produce 37 percent of the total
-number of pigs going to slaughter.
In 1990, their share of the market
was less than 20 percent.

Integrated meat companies can
recover profits from processing
when they are losing money on
producing pigs. IBP, for example,
reported a 126 percent increase in
éarnings for its most recent quar-
ter, citing “favorable market con.
ditions” for pork processing,

The increasing dominance of the
giant producers can be seen in an
annual survey done by Successful
Farming magazine, a national ag-
riculture . publication that tracks
changes in the pork industry by
monitoring the largest “farmers.”

In its October edition, the maga-
zine noted that Murphy Family
Farms of Rose Hill, N.C., and Car-
toll’s Foods of Warsaw, N.C., were
No..1 and No. 2 in pig production.
Murphy has 337,000 sows, or ma-
ture females, in North Carolina,
Missouri, Oklahoma and Ilinois
that produce about § million pigs.

The new No. 3 pig producer is
Continental Grain Co. of New
York, which bought controlling in-
terest in Premium Standards
Farms pig production company in
Missouri. No. 4 on the list is
Smithfield Foods of Smithfield,
Va., a meat company bast known
for its Smithfield, John Morrell,
Lykes and Patrick Cudahy brand
names.

Other major players on the list
include such “farmers” as Sea-
board Corp., Tyson Foods, Cargill,

garbage..

*HANGE)?

ice for metro area business. A
pany's waste material and make
npany.

887
iave money on disposat costs
sponsibility.

Ml’m (MATAP) o bekalf of the six-
gt Coordvinting

ADM, Piirina Mills and production
units of 1.5, German, British and
Japanes8; meat packers, pharma-
ceutical. apderchemical firms. A
few big player$re fasmer-owned
cooperatives, including Farmland
Industries, Land Q'Lakes and Gald
Kist, that place pigs on members’
farms.

The whole pork industry is being
tipped on its head, said Zimmer-
mah during an interview at his
office in the South St. Paul stock-
yards.

Small, independent pork produc-
ers are up against giant interpa-
tional agribusiness firms in grow-
ing and ruarketing pigs, and they
may need to pool resources to

P.B6
build slaughter and processing

plants to be integrated producers

like their competition, he said.
For Central Livestock’s own fy-
ture, the brokerage plans to merge
wilh Cooperative Resources Inter-
national at Shawano, Wis., if mem-
bers approve the deal in March,
That would make a cooperative
with many functions, ranging from
genetics through marketing. How-
ever, Zimmermann gaid there are
no curreant plans to enter the
meat-packing industry,

Lee Egerstrom covers food companies
and agribusiness, He ¢an be mached at
logerstrom @ploneerpress.com or
(651) 228-5437.
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Assembly Agriculture Committee’s Hearing

“Wisconsin Hog Industry”
December 17, 1998

Michael A. Myers,
Vice President of Agricultural Lending
First National Bank of Platteville

-Vice Chair of Wisconsin Banker’s Association Agricultural section
-Agricultural Lender since 1971
-Member of Agricultural advisory committees for both University of
Wisconsin-Platteville

and Southwest Wisconsin Technical College

e Mr. Thompson and other speakers have stated this morning, the Wisconsin
Pork Industry , as we know it with smaller family farms, is no longer able
to exist. They simply do not have the ability to cash flow at a sufficient
level to provide the necessary debt service that is required.

o This economic crisis is real. Many millions of dollars have been lost so
far and losses will continue in the near future. Family farm units will not
survive this crisis, forcing liquidations to take place, creating even more
difficult times.

e My concern, as a Lender, is that the industry must be given as much
flexibility as possible to work with our producers. FmHA guarantees will
have to be utilized; perhaps reduce principal payment requirements or
possibly go as far as an interest only situation for a short time period. I
have producers who have utilized risk management techniques, packer
contracts, and hedges; but this price plunge has far exceeded anyone’s
expectations. For those producers who have no risk protection, losses
have been in excess of $50.00 per head. I also have a great deal of
concern for the agricultural related businesses in our area.

e My suggestion to this committee is that some consideration be given to /
making use of our WHEDA programs specifically designed for the pork
producer. There is an excellent crop program available and has been used

quite successfully, I believe.



Assembly Agriculture Committee Hearing

Representative Ott, members of the Assembly Agriculture Committee, and
concerned parties. Thank You on behalf of the Wisconsin Pork Producers
Association and its’ allied partners for holding this hearing regarding the crisis
our industry faces today.

My name is John Lader, I'm from the Beloit / Janesville area of Rock County.
Today I speak to you wearing many hats. First, I represent WPPA as vice
president and chair of the Legislative Committee. Secondly, as a producer of a
family owned 240 sow operation. Third, I also represent allied businesses
directly related to Wisconsin’'s hog industry as I own a feed mill which has been
in our family for over 40 years.

Speaking on behalf of WPPA at no time in history have our producers lost as
much money per pig marketed as they are currently losing. Current market
prices of $12. to $18. / 100 lbs equates to $30. to $45. per market hog gross
revenue. Our typical Wisconsin producer is losing $50. to $75. for every hog
marketed. What does this figure mean? A typical family farm with 220 sows
will market 4000 pigs a year, placing him in the top 33% for production
efficiency. In other words this typical producer is no slouch. He is efficient
and should be financially successful. Marketing 4000 pigs per year translates
to 75 pigs per week. Losing $50. to 875. per pig means this efficient producer is
losing $3750. to $5250. each and every week. This is both a cash and an equity
loss. On an annual basis this would translate to a $200,000. to $300,000.
loss. These staggering numbers are real, and they are devastating our
producers and our industry every day. Our producers need immediate help and
assistance from our state government as well as our federal government to
prevent the total collapse of the hog industry and the infrastructure which
supports it. Fori%ur hog producers are allowed to fail, so will the allied
businesses which are vital to successful animal production in Wisconsin.

We hope and pray that this hearing is the first step in bringing relief to our
producers, and stability and profitability to our industry. The question today
is, what can the State of Wisconsin do to help?



You have taken the first step by holding this hearing to gather information and
facts. What happens next is up to all concerned parties, the State of
Wisconsin, producers, consumers, retailers, packers, and the federal
government. Everyone has a stake in the future of our industry if we want to
continue providing the lowest cost, safest protein food in the world.

I believe there are some specific steps the State of Wisconsin can do to help our
producers in light of the current crisis we are facing. An immediate infusion of
cash in the form of disaster loans will allow our producers to be able to pay
their current monthly operating bills. This will help our producers buy time
and allow them to continue what they do best - produce food for America’s
consumers efficiently.

Secondly, we cannot further burden our producers with additional rules and
regulations which increase their cost of production. We must continue the
path of the past few years which have provided right to farm, no trespassing,
land use value assessment and health insurance deductibility.

Third the State of Wisconsin can provide our producers on income tax system
which allows for income averaging.

Fourth, we can fully implement use value assessment as quickly as possible.
According to the Wisconsin Taxpayer, May 1998, Wisconsin has the highest
property tax on farm land per thousand dollar valuation in the country at an
average of $20 per acre. Iowa's rate is $8.50, Minnesota is $8.70, Illinois is
$10.10.

Fifth. an investigation in conjunction with our neighboring corn belt states
needs to be undertaken to see why our producers are receiving record low
prices, while consumer prices have remained constant, and packing companies
are showing record profits.

Pork producers have always believed we were part of the food chain. We all
know the phrase, “a chain is only as strong as its’ weakest link”. Clearly our
producers are that weakest link and are not sharing in the profits of the food
chain. I find it more than a coincidence the packing industry is not



represented today. Please work with our neighboring states to do whatever is
necessary to protect our producers. Legislation should be drafted to prevent
packers from owning pigs in Wisconsin, and we will urge other states to do the
same.

These are all things WPPA believes the State of Wisconsin can do to help our
producers in this time of crisis. This is the first time I can ever remember our
producers asking for and needing direct, immediate financial assistance. Our
producers have always been independent, however the time has come for us to
ask, and to beg for your help. Failure to do so would allow our industry to be
destroyed, our producers to lewse their farms and their livelihood.

We are not asking for your help alone, nor to solve our problems alone. We,
along with NPPC, are asking for federal help. Many of us met in St. Louis last
week (o gather information and formulate plans for federal help. Last Friday
our national leaders met with Secretary Glickman to address our problems and
suggest potential remedies including relief similar to what our dairy producers
and grain farmers receive. Low hog prices are not just a Wisconsin problem,
they arc @ national problem and we want you to understand we are also asking
for federal help.

As @ business owner of a feed mill which supplies goods and services to hog
procucers [ see and feel the pain of depressed hog prices from a different
perspective. My customers are no longer able to pay their bills on time, and
their eternal optimism has disappeared. Our mill has seen our accounts
receivable increase by $300,000. in the past 90 days. These losses of $50. to
875. per pig are real and effect both producers and suppliers.

As a supplier I have two choices - neither are good choices. (1) I can choose to
no longer provide goods / services to these producers. The consequences are
that oy of these producers will no longer be able to feed their animals. They
will be forced to sell off their hogs (assets) at even lower fire sale prices, further
eroding their equity and reducing their ability to remain solvent. (2) The other
choice | have is to continue to provide credit on “faith and hope”. The risk is I
may 1ot get paid and will be forced out of business and my employees become
joblcss.



My personal case can be multiplied by hundreds of suppliers in Wisconsin who
provide goods and services, such as vets, feed dealers, equipment dealers.
Bluntly, all of us associated with the Wisconsin hog industry need you to help
Wisconsin's producers now. "

Putting on my hat as a producer our farm of 240 sows is losing $4,000. to
$5,000. per weelk. We have had a manager on our farm for over ten years. He
had hopes of buying into our operation and I had hopes he could do so. Now,
however, without help our farm will be forced to sell off the pigs. With this
Norm will be without a job. He and his wife recently had a baby girl. They will
become one of many displaced families. The American Dream for Norm, and
many like Norm will be gone forever.

Ireclize [ have not painted a very pretty picture of our industry from the eyes of
a WI'PA board member, from the eyes of an allied business, or from the eyes of
a producer. But I have told you the realities facing our industry and the allied
businesses that support pork production in Wisconsin and the United States.

In closing, our producers need your help, and they need it NOW and our
prociucers also need help from the federal government. We hope and pray that
you as state representatives will do everything in our power to help the hog
industry in Wisconsin survive their crisis. Our producers pledge their support.
The & you for allowing me this opportunity to address your committee. I will
try {o answer any guestions you may have for me.

Joh: C. Lader

390" Wyoming Court
tel
Jaﬁi‘fﬁ’v'égél, W1 53548

(60¢ 365-3258
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Wisconsin Hog Industry Public Hearing Agenda
Thursday, December 17, 1998
9:00 am
417 North, (GAR)
State Capitol

Tentative Timeline and Speakers

9:00 to 9:30-Background on Wisconsin’s Hog Industry
* Invited Speakers: Bob Battaglia (DATCP), Rick Tanger
(DATCP), Dr. Vern Liebrandt (UW-Madison), Dan Short (UW-
Extension)
_~9:30 to 10:00-National and International Perspective
_eoTnvited Speakers: William Dobson (UW-Madison), A
~Tepresentative of the National Pork Producers Association
10:00 to 10:30-Producer Perspective
. Inwted Speakers: Dr. Art Mueller (WISPIG), Bob Uphoff
. (Producer), Keri Retallick (Wisconsin Pork Producers)
10 30 to 10: 45-Lender Perspective
e Invited Speakers: Mike Myers (First National Bank of
Platteville), Bruce Thompson (Badgerland Farm Credit Service)
10:45 to 11:15-Marketing Perspective
¢ Invited Speakers: Greg Beck (Equity Livestock), Eric
Drachenberg (Professional Products)
11:15 to 11:45-Processor Perspective
¢ Jens Knutson, (American Meat Institute)
11:45 to 12:15-Retailer Perspective
* Brandon Scholz (Wisconsin Grocers Association), A Grocers
Association Member

¢ Due to the limited timeline, speakers need to be concise when addressing their
specific area.



@ WISCONS/N FARM BUREAU FEDERATION

. 1272 Deymming Way
0 Bor 5550
WISCONSIN FARM AND RETAIL PRICING ANALYSIS  zmison w7 52050550
FARM HOG PRICE AND RETAIL PORK PRICES (B0 EH-5575
ASSEMBLY AGRICULTURE COMMITTEE ‘
DECEMBER 17, 1998
ToM THIEDING

EXECUTIVE DIRECTOR, COMMUNICATIONS, WISCONSIN FARM BUREAU FEDERATION

SUMMARY STATEMENT

e U.S. retail pork prices have not dropped sufficiently, while farm hog prices have dropped by 60%.

e Wisconsin retail prices on some cuts of pork, such as ham, have been more responsive than the
national averages. But on other cuts such as pork chops and roast, the extent of decline is very
questionable.

e Despite strong consumer demand for pork products this year, consumers are paying much more than
they should because of the low farm hog prices.

e Consumers and hog farmers both are the losers in the current farm to market price scene.

U.S. RETAIL AND WHOLESALE PORK PRICES AND FARMERS®’ SHARE OF CONSUMER DOLLAR
Since October 1997 to October 1998:

U.S. farm hog price dropped 47.8%

U.S. wholesale price dropped 20.8%

U.S. retail price dropped 2%.

Farmers’ share of the consumer dollar dropped 41%

WISCONSIN FARM HOG PRICES
Since November 1997 to November 1998:
e Wisconsin farm hog price dropped from 40-cents a pound to 16-cents, a drop of 60%.

Since June 1998 to November 1998:
e Wisconsin farm hog price dropped from 41-cents a pound to 16-cents, a drop of 61%.

RETAIL PORK PRICES

Ham :

June to November: Increased 2.9% or 5-cents a pound

November 1997 to November 1998: Decreased 23%,or 51-cents a pound

Bacon
June to November: Increase 1.4%,o0r 3-cents a pound
November 1997 to November 1998: Decreased 19.6%, or 50-cents a pound

Pork Chops
June to November: Decreased 5.3%, or 15-cents a pound

November 1997 to November 1998: Decreased 9.2% or 27-cents a pound

Pork Roast
June to November: Decreased 6.2%, or 14-cents a pound
November 1997 to November 1998: Decreased 6.6%, or 15-cents a pound



INTRODUCTION

My name is Tom Thieding. I am the Executive Director of Communications with the Wisconsin
Farm Bureau Federation. The Farm Bureau is testifying to present additional information on the
farm hog price to retail pork price concerns, and to speak on behalf of hog farmers and
consumers about the current situation facing the pork industry.

The information the Wisconsin Farm Bureau is providing comes from the Farm Bureau’s Market
Basket survey. The Market Basket survey was started six years ago as a consumer education
program to make consumers more aware of changes in food prices and the connection of food
prices to prices farmers receive for their commodities.

A volunteer in each of the 19 communities in our statewide survey collects the price of 40 food
items each month and reports that for computation. There are four cuts of pork products in the
Market Basket survey—bacon, ham, center cut pork chop, and pork roast—which we are using to
illustrate how retail pork prices in 1998 have not responded to the drop in farm hog prices.

We believe the statistics we provide are a reasonable reflection of how consumers and farmers
are being shorted in the current hog crisis. Our statistics show that Wisconsin retail pork prices
have been more responsive than the national averages. Retails prices for ham and bacon have
dropped considerably, but prices for choice cuts of pork have not.

U.S. RETAIL AND WHOLESALE PORK PRICES AND FARMERS’ SHARE OF CONSUMER DOLLAR

By comparing average U.S. retail and wholesale prices, as reported by the U.S. Department of
Agriculture, a clear picture of the increased spread between farm and retail prices is made. From
October of last year to October of this year, the average U.S. farm hog price dropped 47.8%,
while the wholesale price dropped 20.8%, and the retail price dropped only 2%. This does not
even take into account the additional drop in farm hog prices in November.

During this time the farmers’ share of the consumer dollar has also diminished, down 41% since
October of last year.

What is even more troubling is that since June when hog prices started their slide, the wholesale
price of pork dropped 7% while the retail price actually increased .8%.

June 1998 to October 1998 Comparison
U.S. Comparison

June July Aug Sept Oct Difference
Retail price 2.28 2.31 2.31 2.31 230 0.80%
Wholesale price 0.98 0.95 0.96 0.93 091 -7.10%
U.S. Farm hog price 0.42 0.36 0.35 0.29 0.24 -42.80%

Farmers' share 0.29 0.25 0.24 0.20 0.18 -37.9%



October 1997 to October 1998 Comparison
U.S. Comparison
Oct. 97 Oct. 98 Difference

Retail price 2.34 2.30 -2%

Wholesale price 1.156 0.91 -20.80%
U.S. Farm hog price 0.46 0.24 -47.80%
Farmers' share 31.10% 18.20% -41.40%

U.S. Farm Hog, Retail and Wholesale Price
Comparison
‘June 1998 to October 1997

October 1998 to October
1998

5.0%
0.0%
-5.0%
-10.0%
-15.0%
-20.0%
-25.0%
-30.0%
-35.0%
-40.0%
-45.0%

-50.0% 2T8%

M Retail price IWholsale price BU.S. Farm hog price B Farmers' share

WISCONSIN FARM AND RETAIL PRICE COMPARISON SUMMARY

In general, from June to November, when cash hog prices crashed from 41-cents a pound to 16-
cents a pound, a drop of 61 percent, there has been an inappropriate price response on some cuts
of pork.

A November 1997 to November 1998 comparison still shows how retail prices of ham and bacon
have dropped considerably, but prices for pork chops and-roast have not dropped appropriately.



FARM HOG PRICES

Monthly average per pound cash barrow and guilt prices, reported by Wisconsin Agricultural
Statistics Service:

Nov. 1997 .40
June 1998 41
Nov. 1998 .16

Since June, the average monthly barrow and guilt price has dropped 61 percent from 41—cents a
pound in June to 16-cents a pound in November.

Since November of last year, barrow and guilt has dropped 60 percent from 40-cents a pound in
June to 16-cents a pound in November.

RETAIL PORK PRICES

By comparing hog prices to retail prices over two different time frames, we are able to illustrate
the lack of appropriate response on retail prices. We compared November of 1997 to November
of 1998, and June of this year to November of this year to draw our conclusions. Actual average
retail pork price changes in Wisconsin appear to be more responsive than national averages,
particularly with ham. But overall, still not reflective in pork chops and roast.

Ham

June 1998 to November 1998

June July Aug. Sep. Oct. Nov. Difference
Ham 1.68 1.96 1.96 1.78 1.82 173  2.90%
Barrow & gilt price 0.41 0.35 0.33 0.28 0.28 0.16 -61%

November 1997 to November 1998

Nov. 1997 Nov. 1998 Difference
Ham 2.24 173 -23%
Barrow & gilt price 0.4 0.16  -60%




Ham Price Comparison

Nov 97.-

June-Nov. Nov. 98
Difference Difference

10.00% 2.90%
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-20.00%
-30.00%
-40.00%
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-60.00%
-70.00% -61% -60%

mHam gBarrow & gilt price |
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According to our survey, retail ham prices have probably been the most responsive to the drop in
farm prices over the long term, since November of last year. Our most recent survey indicated
ham is 51-cents a pound less than it was last year, down 23% compared to last year. We would
urge consumers to purchase a ham for Christmas to take advantage of this price and help out the

hog producer.

Bacon

June 1998 to November 1998

June July Aug. Sep. Oct. Nov. Difference
Bacon 2.01 2.03 2.03 217 2.06 2.04 1.40%
Barrow & gilt price 0.41 0.35 0.33 0.28 0.28 0.16 -61%

November 1997 to November 1998

Nov. 1997 Nov. 1998 Difference
Bacon 2.54 2.04 -19.60%
Barrow & gilt price 0.4 0.16 -60%




Retail Bacon Price Comparison

June-Nov. Nov 97.-Nov.
Difference 98 Difference
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Since November of last year, bacon prices have declined significantly, down 19.6%.

Pork Chops
June 1998 to November 1998

June July Aug. Sep.  Oct. Nov. Difference
Pork chops 2.81 2.76 2.79 2.79 2.62 2.66 -5.30%
Barrow & gilt price 0.41 0.35 0.33 0.28 0.28 0.16  -61.00%

November 1997 to November 1998

Nov. 1997 Nov. 1998 Difference
Pork chops ‘ 2.93 266 -9.20%
Barrow & gilt price 0.4 0.16 -60%

Pork Chop Price Comparison

Nov 97.-
June-Nov. Nov. 98
, Difference Difference
0.00% - :
-10.00% |
2000% |  "5:30%
-30.00% |}
-40.00% |
-50.00% |
-60.00% |
-70.00% 61% -60%
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Retail pork chop prices are probably the most visible and frustrating examples of the failure of
lower farm hog prices be passed to consumers. Since November of last year, consumers have
seen a 9.2% drop in retail prices and only a 5 percent drop since June. On the retail side, to the
credit of grocery stores, our surveyors have reported that stores offered some very attractive
specials on pork chops, but overall did not reflect a dramatic savings to consumers.

Pork Roast
June 1998 to November 1998

June July Aug. Sep. Oct. Nov. Difference
Pork roast 2.25 212 2.03 2.06 2.15 2.1 -6.20%
Barrow & gilt price 0.41 0.35 0.33 0.28 0.28 0.16 -61%

November 1997 to November 1998

Nov. 1997 Nov. 1998 Difference
Pork roast 2.26 211 -6.60%
Barrow & gilt price 0.4 0.16 -60%

Pork Roast Price Comparison

Nov 97.-
June-Nov. Nov. 98
Difference Difference
0.00%
-10.00% |
-20.00% +
-30.00% |
-40.00% |
-50.00% -
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-70.00% 61% 0%

gPork roast g Barrow & gilt price |

Since November of last year, retail pork roast price has dropped only 6.6%. Retail prices for pork
roast are no where near what they could and should be compared to the drop in basic farm hog
price.



Presentation Points

Wisconsin Assembly Agriculture Committee Hearing
December 17, 1998

THE STATE OF WISCONSIN’S PORK INDUSTRY

Vernon D. Leibbrandt, Extension Swine Specialist

University of Wisconsin-Madison, Department of Animal Sciences
1675 Observatory Drive, Madison, W1 53706-1284

phone: (608) 263-4312, fax: (608) 262-5157,
e-mail: vdleibbr@facstaff.wisc.edu

B Wisconsin pork inventory x operation size x year (see visual No. 1)

+ Many Wisconsin producers operate small pork enterprises
¢ Animal inventory can be related to number of sows in a farrow-to-finish
operation
500 hd = 55 sows 1000 hd = 110 sows 2000 hd =220 sows

* A 120 sow farrow-to-finish operation is approximately full time employment
for one person.

* Operations having > 500 head (370 operations or 8.4% of the operations)
account for approximately two-thirds (63%) of hogs in the state.

* The 160 largest operations account for 44% of the hogs on farms.

+ Shift in inventory distribution x operation size

¢ The proportion of inventory on farms < 1000 hogs has been decreasing
since 1992.

* Operations having 1000 head or more have increased in the amount of
inventory that they hold.

® The increase in size in part may be due to the need for more animals over
which to spread costs or stated another way, more animals to make a living
because revenues are less. Typically net return on a dollar constant basis is
cut in half every 10 years, so operations must grow over time to yield the
same net income.
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+ The pork industry crisis will likely affect all producers, but in different ways

* Farms having a large portion of their livelihood from swine production are
most vulnerable to severe losses. Smaller operations, while experiencing
losses, derive income form other sources. The current situation threatens
the producers making up the “core” of Wisconsin’s pork industry.

Small pork production operations that yield a small portion to their owners
total income will be less affected by the losses than their large counter
parts. Farms of all sizes, especially small operations, that remain after the
crisis could have difficulty marketing their animals unless they become part
of a system involving many operators.

* Operations that a remain after the crisis are likely to be much larger and
processors may want to reduce the number of entities that they deal with
thereby reducing procurement costs and increasing the consistency of
animals purchased and reduce. Concerns over food safety and quality
assurance of animals from the farm could further favor processors wanting
to bargain with fewer but larger entities. Although operations survive the
economic crisis they could fall victim to not being competitive in the market
place.

W Profitability from pork operations 1984-1997 (see visual No. 2)

¢+ Iowa State University operates a Swine Enterprise Record Program that reports economic and
animal performance for owner-operator swine farms having 100 to 150 sows, similar in size
to Wisconsin farms where pork production is a major entity.

¢ The Iowa record program reports returns for the average of all farms and for the top one-third
most profitable farms.

+ Profitability goes through cycles, largely due to cyclical nature of hog prices. This
phenomenon has been going on for decades and are accepted as part of the pork production
business.

On the average, farms lost money once during the period but operations in
the high profit group didn’t lose money during the period. Good management
could blunt the effects of the cycle down times. Competitive producers
endured the down time and made money during the good times. Average
producers fared less well but survived.



« Severity of current losses is unprecedented

* A 120 sow farrow-to-finish operation is considered full time employment for
one person.

* A 120 sow operation selling 45 pigs per week will lose about $60/pig
marketed when prices are in the high teens per hundredweight. Expressed
another way the loss is $400/day or $12,000/month.

+ Three to four years will be required to financially recover

* Profits during periods of high profitability would have to be at $60/pig for an
equivalent time to erase the debt in the same time as it took to accumulate
the loss. Profits per pig have never reached $60/hd. for producers in the
lowa program. Even the period of profit at $40/hd. for the good producers
occurred for only one or two years and the average producers never
experienced that level of return. The consequences of this severe
economic downturn will be around for along time to come, even if producers
do survive the current crisis.
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December 17, 1998

TO: Representative Al Ott, Chair, & Members of the Assembly Committee on
Agriculture
FROM: Senator Dale Schultz

&

I support any recommendation that the Committee makes from the testimony given. The
following is some testimony that I would like to submit for today’s hearing.

Member: Joint Committee on Finance

State Capitol, P.O. Box 7882, Madison, WI 53707-7882
OFFICE: 608-266-0703 + HOME: 608-647-4614
CALL TOLL-FREE: 1-800-978-8008

T
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WISCONSIN STATE SENATE

P.O. Box 7882 ¢ Madison, WI 53707-7882

NEWS RELEASE December 9, 1998
FOR IMMEDIATE RELEASE

Is The Hog Market A Free Market?

A

Two southwestern AWisconsin legislators are calling on Wisconsin Attorney
General James Doyle to investigate the low prices currently being paid to Wisconsin hog
farmers.

Senator Brian Rude (R-Coon Valley) and Senator Dale Schultz (R-Richland
Center) sent a letter to Doyle this week asking for his assistance in addressing this serious
problem. Rude and Schultz told Doyle that the pricing issue is of tremendous concern in
their Senate districts as well as throughout Wisconsin.

According to Schultz, hog prices are the lowest they have been since 1971, with
Wisconsin farmers losing an estimated $50 to $75 per market hog. “Hog farmers cannot
survive long with these types of losses and I'm concerned the survival of the pork
industry in Wisconsin is at stake,” Schultz said.

Rude stated that according to the United States Department of Agriculture
estimates, pork producers nationwide are receiving $144 million less per week on
average than they did during the past five years. Rude noted the problem is nationwide in
scope and as a result Doyle should contact his counterpart in other states to develop a

-more-



unified approach to this problem.

“The current price levels are unacceptable and unsustainable and are creating a
cash flow and equity crisis among producers. “Numerous explanations have been
offered, including slaughterhouse capacity and Canadian hog exports, but they do little to
put more money in farmers’ pockets,” Schultz said.

Rude added that due to the severity of this problem, a legislative committee has
scheduled a public hearing to receive testimony on the status of the hog industry in the
state. Both he and Schultz are encouraging their constituents to attend the hearing and
tell committeé ‘members the%serious financial problems they are facing due to low hog
prices.

‘The Assembly Agriculture Committee’s hearing will be held at 9:00 a.m. on
Thursday, December 17 in room 417 North in the State Capitol. Those wishing by
unable to attend can send their written testimony to either Schultz and Rude and they will
forward it committee members.

-30-
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WISCONSIN STATE SENATE

P.O. Box 7882 * Madison, WI 53707-7882

December 8, 1998

The Honorable James E. Doyle

. Attorney General — State of Wisconsin

114 East
State Capitol

Dear Attorney General Doyle:

We are writing in response to complaints from numerous constituents regarding
the current crisis facing the hog industry in Wisconsin. This issue is of tremendous
concern in our Senate districts and throughout Wisconsin.

As you may know, hog prices are currently the lowest they have been since 1971.
Prices are less than $20 per hundred weight and it’s estimated that Wisconsin farmers are
losing $50 to $75 per market hog. The United States Department of Agriculture has also
estimated that pork producers are receiving $144 million less per week on average than

they did during the past five years.

The current price levels are unacceptable and unsustainable and are creating a
cash flow and equity crisis among producers. There are a variety of explanations being
offered as to the cause of these low prices, including slaughterhouse capacity and
Canadian hog exports. However, we would like your department to review this matter to
determine if there is anything your office can do to address this problem.

The severity of this problem deserves your immediate attention and we will
appreciate any assistance you can provide. ‘

Best regards,
N
B RUDE
Staté Senator State Senator

BR:DS:KM/mil
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“rHIS 15 QUITE A CHRISTMAS PRESENT.” SAID HARLAN NELSCM,

then mavor of Albert Lea. Mina.. 00 that December day in
1990 when he learned that a closed factory in the town would
recpen. ‘Fairy tzles do come rrue!”

The fairy godmother turned out 1@ be 3eaboard Corp.. 3
giant of agribusiness with headquarters in Mermam, Xans.
1nd controlled out of Chestnut Hill. Mass. Seaboard officials
announced that they wouid restart the shuttered pork-processing plantth E:aé
once been the town's largest employer—if the city offered a iittle helop.
Lea responded by giving Szaboard a 32.8 million low-interest loan ;m:‘; 2

cmemial deal on its sewer bill and grading and paving parking lots for
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Reclusive Harry Sresky, (oit, runs Seaboard

etmployees. Aud befoie long, the plant ;
opened, s several Mundred workers
wers back on the job. e

That's when the process began by

which the fairy tale turned into a verv
bad dream. Just four vears later, in
1894, Seaboard phased cut the piznt and
moved its hog-slaughtering operations to
another town 800 miles away, whick
came up with an even larger corposate-
welfare package. Albers Lea was left sad-
dled with debt, h:gher utilitv bills end 35
absndoned slaughterhouse. The antire
episode, says City Manager Psul Sparks,
was 2 “disaster.”

This s the story of Acw an =2x-
tremely resgurceful casperation pleys
the welfare gzame, maximizing the
benefits to itself, ofien to the detri-
ment of those who provids them, [t's
also a vivid reminder o eities znd
towns everywhere about ths potential
long-term lisbilities they may one day
face by spending public funds to get
results that are best achieved by the
free market.

Sesgbnard is 2 publicly awned oo
pany, but in fact it is the fefdom of 2
reclusive Bosten-2res family (more oa
that later). A sor? of mini~cenglomsrats,
Seaboard has interests in hogs, straw-
berries, chickens. shrimp, saimon, flour
and wine. [ts cperations span four zont.
nents c".ﬂd nearl'_; bwao dOZE’!} countries
and range from carge ccesn liners ta
sugarcane. And like other profitable
busingsses, it coilects stbsicizs—ur, mare
accurately, corperate welfare—~from ia-
cal, state and fedecal governmeats. In-
deed, officiels 1rip over one another in
the rush to extend laxpayer support to
Seahoard—from the Federal Govern-
ment’s Overseas Private [aveszment Corp.
{oPIC) in Washington 13 the Kansas state
agency responsible for industrial devel
opment, ta the utility sutheaty in little
Cuymon, COkla. \Wherever Seabeard is.
thers is a goverrraant throwing money
at it. Money the company uses to putld
and equip planis hire 2nd train work-
ers. export its croduets and erpang
JVELrseas.

m-

Last in 2 series cn corpovare welfore. This
week: the sagt of une firm. Reprine o the
complete series are aveduble ar §1.30 eaon.
«with shipping and randiing charges ot 33
JoT up fo jour reprtets creduced sates pr
multiple-copy orders). c order piease cail
1-800-953-0041.

R




‘This Little Piggy
Skipped Town

For a closeup view of Seabeard, let's begin
with Albert Les. For most of this century,
Wilson Foods operated that pork plant
and was the town's largest employer, Wit-
eon fell on hard times in the early 1980s,
cut workers average® annnz]l pzy from
$22,200 to $16,600 and wyentuelly sold the

plant to sFarmstead Foods. In
tarn, that company went belly-
up & few years lateg, after it tost
its biggest customer—Wilson.
Then in December 1990, just
as workers were receiving the
tast oOf their unsmployment
checks. Seaboard appeare

Onse the company negot-
ated it sweethears deal with
the eity, the Chamber of Com-
merce erected a billboard de-
claring, 35,000 FRIENDLY PEC
212 WELCOME SEABCARD CORP.
At an apprecigion luncheon,
Rick Hoffmaz, Seaboard’s vice
president of finance, observed
that it is “really 2 pieasure o be
associated with such & ne
community and to have such 2
quality work force.”

the more than 33 million
Alhert Lea banded out to help
reopen the plant represented
only the iatest installment 'n
corporate-welfare payouts. Be-
cause hoz killing created §2ri
ous pollution problems. Albert
{es earlier had kicked in S3.4
million to build a wastewater-
treatment plant devated mostly
te servicing the pig ractory
The hogs had your help as well:
the Federal Government con-
tributed $25.5 million. vhile
the state of Minnesota gave 85.1
millian. Total cost of the sewage
plant: 334 million. The tity also
built new roads

plant. buuta parking lot and came up with
31 million to help erect 2 hog-slaughtenn

buildinz.

Haffrman, Seaboard’s vics zresident of

Snance. 100k note dunnyg that luncheon of |
. ~w\ T, '

the streary of government afd:

pecially grateful to the state of Minnesota
and the city of Albert Lea, who together
since 1984 have supplicd literally millions
of dollars in the form of grants. tax incen- |
the facility. Thevhad alot '/

tivesand logans 1©

| lasson in economie development.”

& work. More than 100 had retired. Stll

SLBERTLEA was lefi
In the hurch when
Seaboard waikad
seray {rom this
slayghteriiouse

T i)
1 £ %& S,
~ atberd Lga -
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fare begot individual weifave.

of confidence in if ... Truly this bas been a

A lesson was about to unfeld, all right—
o texthook study of the fickle results of cor-
parate welfare. Segboard was unabie to at-
tract enough workers from Albert Lea to
rus the plant. Many former Farmsteed emn-
ployees had already left the area in search

others declined to work for Seaboard
wages—5§4,500 & yesr less than the plas;as

1983 wage, and no vacation the 1
first year an the job.

Seaboacd's solution: recruit |
Hispanic laborers trom other |

areas of the U.S. aswell as from i

© 4 wem  A\exico and Central Amencan |

Tl

B countries like Guatemalz. Soon
the recently arrived immigrants |

Lesa—with no money and Ao
place to stay. It was a practice.
Segboard would repeat in other
tawns. in other states.

{t becama comynan for sev-
eral workers to share 1 room.
' Families couldn't affcrd local |

: and water lines to the i remsanaSeaboardwage.Evenmally some !

went on welfare. [n short, corporate wel-

Meantme. Seaboard faled tonvest i
upgrading its sewage-pretrealment faetli- |
tv. As 2 result. IS waste began to overs |
whelm the city’s municipal treatment |
plant. The ¢ity normally placed its weated ‘
sludge on soybean eyopland, but by the
wecond summer, city ofcigls were in |
search of more land. A3 Sparks recalls, "We
had 3o much siudge aceumnulation that ... -

i
began to stream jnto Albert x
%
{
1
i

| of employees even

we had to go out in the middle of the sum-

| mer, bty a crop [for $36,000] and plow it

under because our storage capmaity was
exreeded.”

Rather than averhaul the plant. Sea-
boayd responded in the classic manner of
corporate-welfare artists: it began quistly
locldng around for another town, assther
state, Alavmed, Albert Lea and Minnesota
came up with an sdditional 8125 million
in incentives to keep the plant But
, Seaboard had found & bigger

patsy—Cuymon (pop. 7,700), in -
: Texas County, Okls. Guymon.
the county and the state puttoe-
gether an economic incentive
package worth $21 million to
entice Seaboard to the Okla-
homa Panhandle, a section of
the country whers hogs and
cattle far outnumber peopie.

Among the subsidies: Texas
County borrowed $8 million 0
plow into the company up
front, To pay off the loan, the
county enscted 2 19 sales tax.
The state granted 3 $4 million,
10-yeer income tax credit with
the understanding that it was
“uolikely” the company would
pay any income tax during
those 10 years. The state sgent
$600,000 to train Seabesed’s
workers. The company received grants and

Pi1s W0 BBIL AN
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| low-interest loans to finance a3 weste-pre-

rreatment plant. {Remember theoce in Al-
bert Lea®) The eompany was excused from
paying $2.9 mulion in real estate t2xes,

As always, local and state agficials were
on hand when Seaboard announced in Au-
gust 1992 that it would emplay as many as
1,500 warkers at its new pork-production
facility, In time the plant will slaughter 4
million pigs a vear. Oklzhoma Govemnar
David Walters declared the plant “s huge

| and much deserved economic boost 10 the

entive Panhandle ares. and to the state.”
Meanwhile, back in Minnesota, Sea-
board’s local gresident was veassunng
newspapers that the Albert Lea puant
would remain opeén.
That was in August 1983. Sgventeen

 months later, in January 1994, Sesbcard

announced that {f would shumter i kog-
slaughtering cperatons and lay off up-
werds of 600 employees. The cumpany
s2id it would keep about 300 workers 1o
process snd produce ready-to-buy meats
fike bacon, saugage and ham. (The number
sually dropped 1o about
200, and Sesboard sold the business.!
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that pegsuaded Segboard to relocate. The
Albert Lea work fosce was uniomized;

es had risen to §18,100 8 year~sull
83,100 below their lovel in 1883, but too

rich for Seaboard’s blood. Guymen, by con-

' trast, promised low-wage, nonunion labor.
Also, Seaboard hagd decided {t wanted to
raise its own hogs for slaughter, not just
buy them from farmers. Minnesota bazned
corporate hog farms. Oldahoma had had e

" sigmler ban but bad repealed it before

Sesboard came along.

When Seaboard moved
onte Guymon, it left behind
in Albert Lea theabandoned
hog-slaughtering  building,
smpty parking lots, 3 waste-
breatment plant that now
cperazes at only 50% of ca-
pacity and higher sewer
bills to pay for it. And when
Sezboard walked, the stats
had to come up with some
$700,000 to reirain dis-
placed workers or help
them find new jobs.

“For 18 years, the com-
munity devoted the major
portion of its federal and
state legacy and 2 good
share of local money 16 pro-
viding i{mprcvements 1o
keep the slaughtering plant
in wur community for
Seaboard and its predeces-
sor),” says Sparks. " ln retro-
speet.” he says ruefully, “the
money could have been bec
ter used.”

—Buy

Ever Buy a ~
Pig in a Poke?  rus
{n Oklahoma. it was starting

to seem like déja vu all over =57
again. The §21 million that :
state and local governments put up to
bring Sesboard to the Panaandle was just
the start. Guvmon, like Albert Lea. could-
a't supply the work force reguired tv
Seaboard. [n time the company wculd
need workers by the thousands. That's be-
czuse the turnover rate in 3l procussing
clants runs close to 100% & year owing o
the low wages. This slaughterhouse. onz of
the world’s Jargest. will eventually kill an
average of eight hogs a minute. 24 hours a
day, 365 days g vear—more than 4 mulion
annuallv. So Seaboard repeated the Albert

it was not just Ojdaboma’s subsidies

off the ecrwayer selt in
the “cut reom” at
Seabeoard’s processing
plant in Oklahoma

i Oilshema ity
<
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PORK PRODUCERS

Les hiring process—it attracted immigrant
workers, some Laotian and Vietnamess,
but most from Mexico, Guatemals, Hop-
duras and other Central and South Ameri-

| ean countries. Some turned ont to be ills-

gal immigrants.

Just getting there was no gasy feat,
since Guymon, which calls iself “An
American Original” is Jocated in a less
then convenient spot—320 mies east of
Santa Fe, N.M., 335 mules west of Tulsa,
125 miles north of Aue illo, Texas, and 500
miles from the Mexican border, The near-

est bus stops gre ju Liberal,
Kans., 40 miles to the north,
and Stratford. Texas. 40
miles to the sauth. Ay was
the case m Albert Lea. the
i treshly arrived imnugranes

town that had never had 4
homeless shelter wwas forced
tu open one. VYolunteers
cleaned, repaired and paint.
<~ ed a vicant motel Un-

' employed individuais and

* farnilies could stay up e one week at 4 cost

of 810 s dav. which included swn meuls, [f
they found work—largely al Seaocard—
they could slav up to 30 davs whie they
saved money (Or 2 permanent heome.

Q2727552

|
|
|

had no place o stay, and the -

Simultanecusly, the state began waun- |

ing Seaboard workers even befors the plung
apened. Curriculums were provided in
English, Spanish. Lactian and Vietmamese.
In all, 3,300 Seaboard workers raceived

" mraining. The cost to taxpayers: 8817168,

Qther ¢osts began 10 pop up By 1897

the Guymon schoois bulged wath new

. the yezr 2000,

students. All grades execeeded the state-
mandated teacher-pupil ratic. And en-
rollment 13 expected ta jump one-third by
Adding to the tupmail of
overcrowding was the confusion ahout
language. The district was compelled to
add English-as-s-second-languaga class-
&s. This year about 450 studeats, or 21%,
were judged to have limited proficiency
in Englich, ’

Some parents began tg complain that
their children were gelling uu eduwiion
at all, But when the school district pro-
. posed §16 million w bong
issues for vew classcooms,
equipment aad huses, vot.
ers said no. The reason? &
general anger directec a:
the huge hoy farms. acd 2
belief that Seshoard Corp
was not peying IS vy
Which, of course, it was not,

In 1897 the Oklaboma
legislature agresd ¢ :pend
$700 million on state reads
and bridges. Of thas dzure.
Guymon's and Texas Cour-
ty'sshare amgunted 1¢ $57 3
million, That worked ¢ut =
a per capits highway spend.
ing in Tewas Counly of
$2.200—0r some 10 Hmes
what was earmarked for the
rest of the state. Needless o
say, most of the readworx
benetited Seaboard.

In addition, $47 milkon~z disgregc:
tonate amount—uf the state’s Ave-vesr
cipial-improvement program  wis et
aside for Texas County for hignwav wack
to accommodate Seaboard truck convess.
which in tme would haul 10,000 hogs z
day into Guymon from al! dircetions.

Then there was the local tax relief, Fo
the 1996-97 fiscul vear, Seaboard’s Texas
County tax bill toealed £1,118.900, zcco:4.
ing to fohn DeSpain, then coun’y assessor.
The state tax commission excused $:a-
board from 3700.008 of those taxes~:
the grounds that the new hog fanas a..d
slaughterhouse qualified as “manusacnir-
ing.” The state, in turn, sent Texas Counn
that sum from a special fund. In shert. 28
other Oklshoma taxpayers picked up 855
of Sezbeard’s tax bul.

There's more: the company didn't sven
want to pay all the remaining $318.000, s
itappealed. It won, and the state agreed 1
absorls an additional $198.000. In (ther
words, the state pad 78% of Seaboard'y
real estate taxes.
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cultural and business interests in Chile,

Colombie, Costs Rirs, Guatemala and
Venezuele; electric-power-generating fa-
cilities in the Dersinican Republic; ship-
ping companies in Liberis; containerized
cargo vessels running betwsen Miami and
Centrzl and Seuth Americs; and, of course,
the processing plant and hog farms in Ok-
lahowna, Kansas, Texas and Colorade, slong
with powltry-processing plants, feed mills,
hatoheries aad 2 netwark of 700 confract
chicken growers in Georgia,
Esntucky and Tennessee. ’

Harry Bresky, who sarned jus
under $1 millicn in salary and bonus
last year as Sgabos%d’s top officer,
didn’t vespond to TIME'S rsquests
for an inffwiew. But details of the
businiess dealings of Seaboard and
Bresky have smerged in & series of
lawsuits 8led over the years, .

Ttall began in 1987, when Brasky
fired Seaboard’s vice president and
chief finaneial officer, Donzid
Robohm, who had been with the
company for more than 2 decade,
Robohm sued, charging “ilegal and
imptoper activity by Seaboard and
other components of the Flour con-
glomerate, as directed by Bresiy.”

Rabchm claimed the asdvities in-
cluded “improper diversion of corpe-
rate opportunities from Seaboard.” 2
public company. to Seaboard Flour,
Bresky's private company. When Ro-
bohm refused to “cover up the con-
duct.” he claimed. Bresky fired him
for “nat being ‘2 team player.”

The [awsuit was ssttled and, ue-
cording to court doguments, both
parties are prohibited from dlsclos.
ing "information concerning the sub-
stance of the .. litigation and thf: sub-
stantive terms of its settlement.” .

Throe vears later. in 1880 alan R
Kahn. a Wall Street investment broker aad
Seaboard stockholder, fled a lawsuit in
Delaware seeking an accourting of the
profits arned by the Breskvs through their
intercompany dealings, Kzhn alleged that

the Breskys required Seaboard Corp. to |

!
i
|
?
z
9

enter into pusiness deals with Seaboard !

Flour that generated “unlawful profits” for
Seuzboard Flour. In short. according to
‘Kahn's allegations. the Breskys used their
contralling positons in the two companies
to move money from the public company 1o
their private business.

Robohm wss subpoenaed in the Kahn -
lawsuit, and he reeited s litany of busi-
ness dealings in which. he said. Bresky -

{
i

- portant consideradons when vou lovk atan
" investment of this sizt; that vou need te

had intevests in companies that prafited
from inflated contracts with Seaboard

Carp. According to his deposition, kick-

backs were paid to offivials in foreign
governments; coptracts were padded,
with the exeess money diverted fo Swiss
banik aceounts; management fees were
inflated; brokerage commissions ran 2%
o five times the usual rate. And in the
case of one feaboard subsidiary, "there
was a grest deal of cash that was ... unae-
counted for,”

in his deposition, Robohm recounted

HARRY BRESKY avoids a photographer in New York Clty
: values snd en overall decline in dhe quuticr

the time 2 top Seaboard exgoutive
dropped by his office to ask whether he
had set aside money for Breskv in 2 con-
tract that was being negotiated for o man.
ufacturing plant in Nigenia. Robehm re-
called the mesting:

“He sad. 'Have vou thought about 1n-
viuding something in this for Hamy®
© “Isaid.'No... that thought didn't vecur
wsme’

“He suid. You know that thes= are im.

! have something i this for Harry.,”

Robohm said he told the exeoutive

‘ that “that's not the kind of thing that I do.”
" He added chat "it wasn't 60 days later that

[ was taken off that project.”

(28 B0B At chsiomsieintie | e e

! bill,
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The Ltigstion dragged on for four
years. Finally, in 1894, the Jawsuit was set-
tied when Sezboard Flour and the Breskys,
without admitting “any liability or wrang- .
daing,” 2greed to pay $10.8 miltion to Ses-

Corp. For practical purposes, that
msant the Breskys transferred moaey from
the Sexboard Flour to the
publicly traded but still Gamily-controllad
Seabaard Corp.

As for Harry Bresky, financial statee
ments filed in the Kalu legal case sliow that
in 1991 he reported a net warth of $84 rul-
Hon. That was hack when Seaboard
sieck weas less than half its present
value, Like many millionasres,

Bresky also enjoyed a comparatively
low federal tazvate. On his 1990 U
income tax rewurn, he reported ad-
justed gross income of $2.248 million
aod paid $503,000 in ‘ederal in-
cume and Social Security taxes His
effective overall tax rate warked sut
o 22.4%—just 3 few percentage
points above the 168.8% rate paid by
families earning $35.000 a year, Of
course, Bresky had 64 times a5 much
incoms.

ﬁ”‘d Dedeys vun'mnwlm Oy

FROM 1350 TO 1997, SEABOARD CORP.
wis the beneficiary of st least 8150
million in economic inesntives from
federal, state and local governments
to build and staff poultry- and hez-
processing plaats in the U.S.; insure
its operations in foreign counnies,
and seil it products.

Local jand federall axpavers
supplied the dollars not just for tiee
oumgh: corporate welfare but aiso
by picking up the costs of pew class-
rooms and teachers, homelessness,
incressed erime, dwindlinz property
of life.

During those same yeary, thy value ot
3 share of Seasosrd stock spiraied from
S116 (o 8387, :acreasing the worth of the
Bresky family holdings in the wumoany
from 3125 muilion to 8425 miilion.

Not bad waork if you can get it 8us you
cun't,

And that s the inequity of the entice.

- einborate jerry-puilt system of corporate

welfare that infects and distaets the amer-
ican economy. We are all left holding e
—Wi reporting by Leurs Karmatz and

For mere infermation on corparate wei-

Jare. visit our webgits af tme.com
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Bringing Home
The Bacon

Let us recount, for 2 moment. some of | ’
. 5425 mullion,

Seaboard's corporate welfare in the 1980s.
Minnesots provided more than 83 million
in sconomic incendves: Keatuckv, 323
millien: Kansas. 310 mulion: and Cila-
homa. $100 mullen. The Federal Covern-
ment’s opic provided 325 mullion in insur-

l

;

t
*
i
1
H
i

anece for business vennires abroad, As for -
the financial burdeas imposed on cther -
taxpavers by virtue of Seaboard's presence, :
no one knows the cost. It Is 1n the tens of ¢
millions of dollars. And all this for jobs that

pay lirde mare than povertv-level waves,

Al this welfare has helped propel
Seabcard into the front canks of American
pork produgers. As recently a3 1988, the

vear {t's the No. 3 praducer i the coun-
try-and sbout to vault higher Saazhesrd
plans to buiid vet another processing plant.

S5PBT2I 7S5 X

$eaboard Flour Corp., and 95% of Sea-
board Flour is owned by brothers H. Har-
ry and Onte Bresky jr., their sister Mar-

jorie B, Shifman and family truses, All told,

the family’s stock in Sezboard is worth

And who are the Breskys? 4 Soston
Business journal article published in Feb-
ruary 1982 descnibed them this wav; “The
Bresky famiy couid teach [.D. salinger 2
thing or twn about maintaining 1 low pro-
file ... Try {20] 6ind anyone in Baston whe
has even heard of the family, and vou draw
nothing but blanks ... The Bregkvs have

never held memberships with Jocsi Cham- ;

bers of Commérce o positions on the
boards of local companies 2ad nonproft
arganizations.” Two months latey, 1n April
1583, the Kansas City Ster published g sim-

- Uar report: “Seaboard declined to be inter-

capable of slaugheering 4 mdlling hogs a

vear, therebv doubling its cutput,
So who reallv profts from all of thiss A
secretive Boston famuly of milianaires.

Sesbosrd’s stock is traded on the -

American Stock Exchange. and last weel it
closed at 3387 2 share. Some T8% of that
stock is owned by another company, called

company did oot own 2 single hog. This . viewed for thus arucle. following a standard

practice for at least = devade. That practics
has helped Seaboard uvoid press coverage
almost tocaliy,

“'We kand of Iike it that wav, sajd Mar-
shall Tutun. a Boston lawysr who is Sea-
seard’s corporate sgoretary. We're mud-

sst humble. unassuming ok ind oup -

stock is rather thindy traded.””

Indeed. Seaboard’s offces in Chestnut
Hill, Mass., are a testimonial 1o dnonvmity
and modastv. The executive crifices of the

:
i

AN EMPIRE 1S RULED from this medest oMice
aulside Boston, whers H. Harry Breshy nirs
Seaboard’s fardlung doings

company with annual sales of §1.8 billice
are confined ¢ several small rooms on the
third floor of a frayed foursstory building :n
a strip mall on the svestern edge of Bogton.
With stained orange carpets. faded paint
and 2 warren of empty offices, the building

| is home 10 4 number of small businesses. ‘a.

¢luding & hair and nail salon. a furrier, 2
jeweler.a facial salom, an electrelogist and
a markedng fiem. Notes are afficed th yn-
marked office doors advising delivery pec-
ple to "put eavelope under doge,”

Itis fram tais location, es well as 2 susts

in the San Curlos Hotel in midtown Maz-

hattan. that 72-vear-nid Harry Bresky mas-
terminds the day-to-day ousiness opers.
tions of the famuy’s global empure,
Harry Bresky, presdent of bowr
Seaboard Corp. and Seabosrd Flour, ors-
sides over a wark force of 12,000 empion-
ees, 10.200 of tham in the /5, Holdings n-
clade flour muls in Feouador. Guyana.
Haitl. Mozamhigue, Nigena. Siervz Leons
«ud Democratic Republic of Congo; e2s
mills in Ecuador, Nigeria and Congg; 3,1¢0
acres of shamp sonds in Ecuadsr ind
Hondures: 37.000 acres of sugareans.
+.200 zeres of citrus and a sugar mid, a] in
Argentina: 3 winery in Bulgaria: other agr-
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manure. And then thers are
all the dead pigs lying sbout
By law, the carcasses are sup«
poszd to be depasited in
Durapsters with e lids tght-
Iy closed, and the contenis dis-

posed of daily. But with hun-

dreds of thousands of hogs
dying before their Hme sach
year, Seuboaxd often falls e-
hind in dicposing of them.
Sometimes the overfiow from
Dumpsters is stacked neardy.
Sometimes degd hogs e
piled up beside barns, somz-
times gt the side of the road.
And sometimes they e abous
solong that the 8esh rots away.

After issuing repeatsd
warnings to Sesboard.
Okishoma  sgriculture  <ds-
partment fined the fArm
8157,500 in Decewmnber 1987
for improper disposal. After
an appeal, the company paid
the state 588,200 for the in-
fractions. [n all, the Seabeard
death toll reached 48 hogs an
hour in 1997—420.000 for the
vear. And the carcasses irs
picked up onlv once a day—
assuming the dead-pig truck
is on schedule. Sometimes 1
isn't. Which is why atany €iv-
en moment during the day
there 1re hundreds of d=ad
hogs Iving about the delds cf
Texas County.

For the past twa years, ju-
lia Howel has recorded in 2
diarv life with the blended
smells from rotting hegs ana
¢esspools and the breeze:
from hog bamns:

Monduy, Julv 1. 1996: "S07.
Calm. Tried to sit autside 2
while. impossible without
mask. What a lifg!t”

Monday, Julv 8, 1998; "[iaZ
3 storm at 70% lt rained tonc
fumes 7:30 p.m. Hermble dur-
ing rzin/il”

Wednesday. July 24, 1987

“Calan. 20°. $:30 pom. It wouid ake cvo

masks tomght.”

Thesmell has rocever alter=d &

anniversary here this vear,” »h2 1
vou know. when the hog ruimes coms
rolling 14, vou can't plan on amvthing, |

each filled to the top with pig

lend, your home, it's werth
mare than you ever dreamed
e of uscaming in pegt to
you ...” Our kids couldn’t ssll
this if they needed the money
o bury ns with, s just devai-
uated to nothing as far as the
marke!’s concemed,”

Thestoryis much the same
for Yaney Elliott and her hus-
Uhand iﬂa}mm‘izo Hve anowt
three miles Cuymon and
whose land abuts 3 Seaboard
hog farm, “We have to pu: Sy
traps out in the swrmer,” sayx
Elliotr. “But we sven have flies
oecasionally in the winter now,
and we've never had that be-
fore. Rats and mice are 2 real
problem because they have so
many pigs that arg dving "

To belp staff i1s hcg-
processing plant and farns.
Sgaboard has re-created the
corporate model emploved
by the coal barons of 2
1800s, whose workers lived in
company-owned houses and
shopped in company-owned
stores.

In Guymen, Seaboard and
local business leaders igvested
in an apartment complex and
trailer parks to houge the com-
pany’s employees. Rentisauto-
matcally deducted fom h
paychecks of Seaboard work-
ers. 50, to, is the cost of meais
that theveatatthe plant, A bvo-
bedroom apariment Joes oy
$420 ¢ month; for thrue bed-
rooms. 5488, A Seaboard wark-
er earns about $300 2 wuvk—
before Sodial Securty ind
income taxes are deducted.

“The people never see ths
money,” said Carla Smafts. 2

ranchee  who  campaigned
- ugainst corporate hog farming
while 2t the same time waging
an ultimately losing beartls
against cancer. "It comss of
the top of their paycheek c:ght
0 Seabozrd.” she taid TIMT in
Decembor 1897, "By the time :hev vav
Seaboard their rent snd the meals are t2x-
¢ arf out at the piant—and most af them
2at at least ane or two meals oct there—
they don't have a whole lot left, Therg's ne
way these people are gojng to buv houses,”
Carla Smalts died in August 1998 at age 32,

L WO BYDEYES A

JULIA HOWELL, 3 wieat farmer, hes {aund 3§ g23 mask sssentlal sincy
fog tarms opened all sround her house, Below, pant of the problem

LIRS

havent had pecple 1n for dinner [for two |
vears| because ['d probatly have 1o meer |
thamn pul on the ¢rivewsy with 3 mask for |
“hem to get w the house. |
“Wa thougnt we were at the pownd that |

we could retire. Ana. of course. the rhetons -

© Fom veaboard s Well my goodness. yaur -

2
14
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As for the 1897-98 fiscal year, DeSpain
said, Seaboard’s taz bill incressed to
$1.580,000. The company was immediate-
ly excused from paying $1,080.000 of
that—again, money that all Sdm Okla-
homs tarpsyers must pay. Once more,
Seshoard was dissatisfed and appealed.
And again, the stats consenred to pick up
£296,000 more. The bottom line: Ses-
board was obliged to come up with just
17% of the taxes owed.

1t should ke noted that Seaboard did
agres early on to contribute $175,000 to
the Guymon schools each year—op the
grounds that the old plant it replaced in
1983 had been texed thal amount. Evan
with thar donation, its payments fall far
short of what the company really owes.
And it doesn’t eome close to providing the
schools with the revenue needed to pay for
Seaboard's presence in the community.
One might think that would discourage
other school districts from negotiating sim-
{lar agreements. One would be wrong.

s December 1997 Seaboard promissd
to pay $128,000 to the Keyes schools in
Cimarron County, which adjoins Texas
County to the west. The mcney would al-
low the scheol system to replace the wiring
and reopen a shuttered elementary school.
[n tumn, Keyes agreed it would not oppose
company plans to build a feed mill and 400
barns to house an additional 400,000 hegs.

Besides ballooning school costs. Keyes |

also may look forward to another set of ris-
ing statistics: erime. From 1981 to 1897 jn »
Guvinon. secious erumes wentup 61%. Lar- -

cenies increased 30%. assaults jumped

96%, and auto thett shot up 200%. Rages .
went from none to five. And for the fisst
time, youth gangs appeased on Guymon -
streets. A resident says that “some stw-

dents have expressed fear of even going w0
the rest room in the high scheal.

Hog Heaven? Try
Hog Hell

In & wey, Guymen is forrunate that it has
little available housing. 1f it did. the social

costs it is paying for Seaboard’s presence .
would have been worse, As it 15, Seaboard |
workers often must setle (n distant areas.
like Liberal. Kans.. another meat-packing .
center and magnet for immigrant workers.
When Seaboard proposed establishing a !

hog farm in Sewsrd County, where Liber- -

al is the largest community, residents vot-

ed 3 to | to block construction. Neverthe-
less. Kansas state offictals reportedly have -

1960 ;
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program. Value: $4 miliflon

CrTY OF ALBERT LEA, MIWN,

) @ an ko h;elp Seaboard buy the

... egisting plant; reduced sewage
charges. Value; $3.3 milllon

5 s

% OHLANOMA O
FINANCE AUTHORITY
Revepue bonds for hog-
processing operations and to
finance construction of
sewage-treatment facilities.
Value: $30 million

HENTUCKY ECONOMIC
$) DEVELOPMENT FINANCE
AAPHORITY

Tax eredits for a chicken-
processing facility.

Value: $5.7 mililsn

GRAVES COUNTY 05Y.)
INDUSTRIAL REVENUE BOND

To support 2 Seaboard
chicken-processing plant,
Value: $24.5 million

%, CriY OF GUYMON, onLa.

$) Grant paid for with a sales tax
levied on local shoppers to help
build a hog-processing plant.
Value: $8 milGon

¥% KANEAS DEVELDPMENT
(S FINANCE AUTHORITY
[ndustrial revenue bonds to
pay for hog-farming
operatians. Value: $9.6 million

ador sad 3 four millfh e

=, Subsidized sales of agriculairal
- LiP products uader the Public Law
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assured Seabosrd that the referendum is
notg%adz‘ng. v
& company alr operates on

hog farms in five me:gzywesm Kaag
counties, where ik accounts for more than
one-quacter of the state’s 1.5 milion pig
popuiation. The pigs are raised in Kansss
uoti} they are ready for slaughter and ars
then trueked to the processing plant in
Guymon. Kansss issued $9.8 million ia
induseral revenue bonds tg help Seaboard
davelop the farms.

Actuplly, the term faxm is & misnomer,
for corporate hog farms bear ne resem-
blance to traditonal farily farms. Instead,
they are massive ind operations, Call
them pig factories,

In 2 lony barn that houses about 1,006
animals, the hogs spend their days jammad
next to one another, ertiog constantly unal
they grow from about 55 Ibs. to 250 Ibs.
They stand on slatted foors so their wastes
drop into 2 wough below that is Sushed pe-
riedically into a nearby cesspit. The num-
ber of cesspits is exploding. From 1920 o
1998, the Ckizhoma pig population soared
761%, jumping from 230,000 to L98 mil-
lica. with Seaboard accouating for about.
80% of that number.

It is nat pleasant living amid this. Just
ask Julis Howell and her husband Bob. The
couple live on a farm neay Hooker, about
midway between Cuymon and Liberal.
where four generations of Howells have
grown wheat and raised families. Now
feisty Julis Howell, 88. talks about her
“40,000 newgnbors” and explamns why she
seals the farmhocuse windows. squffs gil-
lews into the chimney and seldom vens
tures outdoors without a facs magk.

{'s the aver present stench-the over.
powering smell from Seaboards 30,000
hogs closely confined in 44 mera) buiid-
ings, where exhaust fins contnuously
pump out ‘ons of pungent ammenia.
mixed with tons of grarn dust 2pd fecal
matter, scented with the noxdous odor of
hydrogen sulfide (a poisonous yas pro-
duced by decaying manure that smells like
ronen eggs), all combined with anothsr
blend of aromas wafdng from five cesenis
each 28 . deep and the s:ze of 2 fogtball
field. They are. in effect, open-ar sewaes
ponds. and 73 & below lieg the Ogaliala
aquifer. which provides drinking and irvi-
gaton water for much of that pars of the
country.

Think of all that weste this wav: imag-
ine that you are sitting on the froat porch
of vour fermhouse on the prairie. sur-
rounded by four Washington Moauments.

S T




~ PO Box 8911 Madison, WI 53708-8911 Web site: http://badger.state.wi.us/agencies/datcp
HOG FARMERS TURN THEIR TROUBLES For release: Dec. 29, 1998
INTO HELP FOR HUNGRY PEOPLE: ] Contact: Sandy Chalmers
DONATE LOW-PRICE HOGS TO FOOD BANKS 608/224-5001

MADISON--The lowest hog prices in four decades have two Wisconsin pork producers opening their hearts and donating hogs to food banks
instead of selling at a loss. It’s a step more hog farmers may choose to take in coming weeks, as low prices eat away their profits.

“The situation facing hog farmers today is very serious, devastating in some cases, but these two farmers are demonstrating Wisconsin’s
‘tradition of community spirit,” said Sec. Ben Brancel of the Wisconsin Department of Agriculture, Trade and Consumer Protection.

Mike and Gloria Helstad, Hixton, are donating 25 hogs, and a Verona farm couple who want to remain anonymous are donating five hogs for
distribution to food pantries through the Community Action Coalition of South Central Wisconsin and the Hunger Task Force of Milwaukee.
The hogs will be processed at the small slaughter facility used for education in the animal science program at the University of Wisconsin-
Madison. The Wisconsin Pork Producers Association will supply recipes to help people prepare the meat.

“Pigs are worth nothing right now, and people are hungry,” explained the Verona farmer. And Mike Helstad echoed that sentiment,
saying he would rather help someone who needs help than sell at a loss and leave the profit for the middie man.

The donors also wanted to highlight the crisis for hog farmers while they helped someone else, said Roger Williams. Williams chairs
Harvest of Hope, an emergency fund for farmers, and worked with his fellow University professor Dennis Buege to coordinate the
effort to process and distribute the meat.

But, like many pork producers trying to sell animals, these farmers could not find local plants with time to process their animals.
Fortunately, the semester break left the University’s small slaughter facility available.

The farmers will bring the hogs to the slaughter facility, where a University employee and student assistants will process the meat.
Volunteers will wrap it. The Community Action Coalition and Hunger Task Force will each get half of the estimated 4,300 pounds of
frozen roasts, chops, blade steaks and sausage, paying about 14 cents a pound to cover transportation and the student’s wages.

“There is an important story here, about working together to help out others and raise visibility for these issues,” Williams said. “Thi
may be just the tip of the iceberg for donations, with farmers realizing they can’t get a decent price for their hogs.”

“There are quite a few pork producers who would donate hogs to food pantries, but my concern is that they won’t have a place to
take them for processing,” said Keri Retallick, executive director of the Wisconsin Pork Producers Association. The Association is
working with the University, the Association of Wisconsin Meat Processors, and the state agriculture department to find local
slaughter plants that might have time and be willing to contribute part of the cost to process pork for food pantry donations.

Hog farmers in Wisconsin are caught in a squeeze between prices at historic lows, backups at local slaughter plants, and dwindling
credit. Prices at the slaughter floor have been reported as low as 10 cents a pound for hogs, and the Wisconsin Pork Producers say
farmers are losing $60 to $75 per hog.

But farmers who want to sell their hogs and cut their losses are finding that local slaughter houses are backed up to February or
March, owing to heavy demand from hog farmers on the heels of the post-deer season rush and holiday business. Some farmers lack
the cash to buy feed for their hogs until then, and can no longer get credit for feed, said Jeanne Meier, director of the agriculture
department’s Wisconsin Farm Center. V

Farmers wishing to donate hogs to food banks can call the Wisconsin Farm Center toll-free, 1-800-942-2474, or Roger Williams, 608-
263-4432. The ag department suggests that farmers may also be able to deduct the donations for tax purposes.

Wisconsin has about 4,400 hog farmers. In 1997, these farmers produced more than 1.55 million hogs, worth $193.83 million to
farmers. Most of Wisconsin’s hog farmers have small and medium-sized operations, with 96 percent of them having capacity for
1,000 or fewer animals. These farmers accounted for three-quarters of the state’s hog inventory last year.

HitH

Office of Public Information & Education e 2811 Agriculture Drive, Madison, WI 53718-6777 e (608)224-5001 ® FAX: (608)224-5034
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REMARKS OF VICE PRESIDENT AL GORE
RELIEF FOR HOG FARMERS
IOWA -- JANUARY 8, 1959

Good moming. I want to take a moment to address a very critical sitwation affecting America's
hog farmers. Three days ago President Clinton met with hog producers from across the country
along with several Democratic Senators to better understand the severity of the crisis facing hog
farmers. '

The price of hogs has recently spiraled to its lowest level in more than five decades. Many hag
farmers are in deep financial difficulty, threatened with the loss of their livelihoods. They can't
afford to feed their hogs and the market is so glutted they can't sell them. The President and I arg
committed to taking aggressive action to help farmers get through these difficult times.

Secretary Glickman and I have ennounced & series of initiatives in the last few weeks to help
pork producers and we are encouraged by recent strengthening in hog prices. farms. But
additional aid is needed to help family hog producers meet some of their living expenses or farm
operating expenses.” In order to get immediate assistance into the hands of producers, I am’
pleased to announce the Department of Agriculture will make up to $50 million in direct cash
payments to family farms. While the details of the program are being worked out as we speak,
we hope to be able to begin making payments in the next seversl weeks.

I would aiso like to announce an emergency transfer of $80 million to accelerate USDA's
voluntary hog pseudorabies eradication program.- For those of you who are not familiar with this
problem, pseudorabies is an extremely contagious virus that causes costly reproductive problems
in hogs, although it pases no risk to humans. The additional funds will be used to compensate
hog producers with infected hogs and could remove up to 1.7 million hogs from the market,
saving producers millions of dollars in present and future veterinary medical expenses. In Iowa,
there are 632 herds, comprising 479,000 hogg, that will be eligible to participate in this program.
Achieving pseudo rabies-free status for the United States will provide an added bonus of opening
up new foreign market opportunities.

Again, I want to reassure pork producers and their families that President Clinton and I are doing
everything we can to help soften the blows and get producers back on their feet, not just so they
can survive, but so they can sbare in this nation's continuing prosperity.



Assembly
COMMITTEE HEARINGS

‘Committee on Agriculture

The committee will hold an informational/public hearing on the following items at the
time specified below:

Thursday, December 17, 1998
9:00 am
417 North, (GAR)
State Capitol

ADVANCE NOTICE

The committee will hold an informational/public hearing on the state of the hog industry
in Wisconsin. The committee will hear testimony from invited speakers knowledgeable
about various aspects of the industry (i.e. state of the Wisconsin hog industry, national
and international views and producer, processing, marketing and retail perspectives) from
9:00 am-12:00 pm. The committee will break for lunch from 12:00 pm to 1:00 pm.
Public testimony will be taken beginning at 1:00 pm.

Representative Alvin Ott
Chair
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Thursday, January 28, 1593

THE

Johnsrud answers

= s

1o the ediion,

1 am plad that Me. Bill Lesniak,
who had 2 leuer in last weeks

Sentry Enterprise, agrees that

environmenial 1azes on livesinck
are 3 bad idea. 1 think, however,
that he is misguided in s under-
standing of what i a “famity”
farm and what 15 2 “factory” farm.
There is no magical cut off point
for when a farm becomes & facto-
ry, but | do know that the typical
family farm no longer consisis of
forty acres and a mule.

I poimted out that 3 person who
is milking beiween 100 and 200
dairy cows iz not necessarily an
evil, corporate lycoon. In facy,
there arc many family-owncd

Aisconsin that are in

H
“lauga'é g Metwork

ws!.h 35& of more dax;y COwWs, Thal
docs not mean 350 cows that are
being milked. The writer did not
recognize that dairy farmers gen-
erally have as many heifers and
dry cows, even more for beel, as
they have animals they are aciual-
iy milking. Though a heifer docs
ot create as much waste a5 a2 cow
that s milking, it would count
against the 350 cow limit. You can
sec that the proposed moratorium
does come dangerously close to
the size farnm the! many of ouwr
neighbors already have or may be
considernng.

I siili disagree with ihe
Stewardship Network's 350 dawry

cow moralorium Their steategy &
1o give a class of farms 2 pasty
sounding factory lahcl in order to
rally support for a moratorium.
Farmers need to be aware of what
is being sad. or they risk waking
up one morning and finding out
that government has iold them
what size their form must be The
option of incorporaling with a
neighbor or sons and daughters, so
ihat » farmer can actually have a
singic day off ance in a while, will
be gone
It is not fair to limit farmers,
with something as harsh 2s 2
moratorium whan we have a mul-
ninde of old and new programs i
help them and fulure generakons
operaic in a sustainabie way.
Rep. DuWayne Johnsrud

On Jam. 25,1787, debiridden
farmers in Massachusenis sisnsd

Ian, 36,

drafl was amacenced
1092 nwn ~f the teusn defondsnic

President Bill Clinton invoked

Arnaraanss mas.ess ta aviand » &0

i s B st
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Date: January 28, 1999
To: Rep. Duwayne Johnsrud
From: Pam Porter, co-chair Wisconsin Stewar

[y

e

It has been brought to my attention, that there is some confusion and misrepresentaiion
about what the Wisconsin Stewardship Network organizations have proposed regarding
livestock moratoriums. Both the Wisconsin State Jounal and Agri-Views stories had
several inaccuracies, in terms of the groups calling for the moratorium as well as the
actual proposal. Agri-View lists groups in its arficle thet have not signed onto the
moratorium, Your press release also fails to recognize that the moratorium would only
last until safeguards are put in place. We have not proposed a tax on livestock.

Dt 4

Re: Press relecse

To clarify our position, enclosed is a copy of our press release and o list of the groups
who are supporting the resolution. Our proposed moratorium is not a call for a state
‘moratorium on livestock operations, but rather o moratorium on farms of 500 or-fewar More

‘fsunﬁic;omprehemsiveregulcﬂions addressing animal waste management, air and water

quaiity are in place.

We are always careful to recognize the value of livestock farming and the threat
factory farms may be to Wisconsin's heritage of sustainable small to medium sized farms
as well as our environment, We are not anti-agriculture or anti-ivestock.

Finally, some organizations within the network have been asked to serve on the
DNR/DATCP advisory commitiee regarding the proposed redesign of the nen-point
program. It is our hope that the outcome of the redesign process may ultimately satisfy
the call for the moratorium.

We urge you fo exercise your leadership on the nonpoint issue and push our state
agencies to put safeguards in place ASAP. We pledge to work with you in sha ping a
program that protects water quality while maintdining and enhancing farmer and rural
community vitality. : .
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Press Release

12/22/98
For Immediate Release
For more information: Ron Leys - Wisconsin Stewardship Network - (608) 872-2547

Wisconsin hunters, fishermen and environmentalists link arms to control
environmental threats posed by large-scale, factory livestock farms.

In an unprecedented move, organizations that are sometimes at odds with each other are united in
a goal to protect water quality. Several Wisconsin Stewardship Network groups have now passed
resolutions restricting livestock confinement operations at 500 or fewer animal units "until
comprehensive regulations addressing animal waste management, air and water quality and
community concerns are in place and until adequate funding is provided to enable enforcement."

“We should pause and catch our breath before we become overwhelmed with new applications for
large scale factory farms,” said Ron Leys who is a member of the Wisconsin Stewardship
Network and several sporting and conservation groups. “We are not prepared to handle them
ye '”

The most recent group to sign on to the moratorium resolution is the Wisconsin Wildlife
Federation, which acted at a recent meeting in Stevens Point. The federation directly represents
about 10,000 persons in Wisconsin, most of them hunters and fishermen, as well as many
members of smaller rod and gun clubs. Also represented on the Wildlife Federation's governing
board are voting representatives of such larger organizations as the Wisconsin Bow Hunters
Association, the Wisconsin Bear Hunters Association, the Wisconsin Trappers Association,
Wisconsin Trout Unlimited and the Wisconsin Game Breeders Association,

The livestock moratorium effort is being coordinated by the Wisconsin Stewardship Network, a
network of hunting, fishing and environmental organizations of which the Wisconsin Wildlife
Federation is a founding member. The Stewardship Network was formed in 1995 with the belief
that environmentalists, hunters and fishermen have many common goals that could be more
effectively pursued jointly than separately.

Other Stewardship Network organizations that have pledged support for the moratorium effort
include: The Bass Anglers Sportsmen's Society, The Wisconsin Audubon Council, The Madison
Audubon Society, Northern Thunder and the Badger Fly Fishermen . Similar resolutions have
been passed by the Root River Stewardship Council and the University of Wisconsin Stevens
Point Progressive Action Organization, as well as the Midwest office of the Sierra Club.

(more)
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The resolution passed by the Stewardship Network organizations recognizes the value of
livestock farming in Wisconsin, but notes that Wisconsin heritage of sustainable small to medium-
sized farms is threatened by large confinement operations and that the factory-styled farms pose
serious environmental threats.

Many persons in the environmental and conservation commmunities worry that large-scale
environmental disasters caused by factory-type farms in other states, especially hog operations,
could occur in Wisconsin unless strong measures are enacted on a state level and measures are
taken to enforce those rules.

The 500 animal units mentioned in the resolutions would translate into 350 milk cows, 500 beef
steers, 1,250 hogs or 50,000 laying hens. Most of Wisconsin's 65,000 livestock farms are well
under those numbers, although about 50 operations are now above 1,000 animal units and the -
Department of Natural Resources says at least 15 more are plarmed. The state presently has five
animal waste specialists to cover all livestock operations.
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